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INDEPENDENT AUDITOR'S REPORT

Board of Education
Delton Kellogg Schools, Michigan

We have audited the accompanying financial statementa of
the governmental activities, each major fund, and the
aggregate remaining fund information wf Delton Kellogy
Bchools, as of and for the year ended June 30, 2008, which
collectively comprise the School Distrier's basic
financial statemencs as listed in the table of contents,
These financial statements are the respongibility of
Delron Kellogg Schools' management. Our responsibility is
to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with suditing
standards generally accepted in the United States of
America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the
Comptroller General of the United States, Those standards
require that we plan and perform the audit te obtain
reasonable asgurance about whether the financial
gtatemente gre frvee of material migstatement. An audit
includes examining, on a test basis, evidence supporting
the amounte and disclosures in the financial statements,
An audit also includes assessing the accounting principles
used and the significant estimates made by management, as
well as evaluating the overall financial statement
presentation, We believe that our audit provides a
reasonable basis for our opinicns.

In our cpinion, the financial statements referred to above
present fairly, in all material respects, the respective
financial posicion of the governmental activities, each
major fund, and the aggregate remaining fund informaticon
of Delton Kellogg ESchools as of June 30, 2008, and the
respective changes in financial position, for the year
then ended, in conformity with accounting principles
generally accepted in the United States of America,

The administration's discussion and analysis and budgetary
comparison schedules, as 1i1dentified in the table of
contenta, are not a reguired part of the basic financial
statements but is supplémental information reguired by
accounting principles generally accepted in the United

States of America. We have applied certain limited

procedures, which conaisted prinecipally of inquiries of
management regarding the methods of measurement and
presentation of the required supplemental infcrmation.
However, we did not asudit the information and express no
opiriion on it




Board of Education
Delton Kellogg Schosls

Qur audit was gonducted for the purpose of Eorming opinions on the
financial statements that collectively comprise Delton Kellogg &chools
basie Fipancial statementcs. The @acconpanying other supplemental
information, as identifisd in the table of contenta, is presented faor
purpogses of additional analysis and 18 not a required part of the basic
financial statementa. The accompanying schedule of expenditures of Federal
Awards 18 presented for purposes of additional analygls as reguired by 17.2.
Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and 1s not a required part of
the basic financial statements. Such Informatisn has bBeen subjected to the
auditing procedures applied in the audit of the basic Financial statements
ard, in our epinion, ls fairly stated, in all material respecte in relation
ta the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our
report dated October &, 2008, on our consideration of Delton Kelloag
School's internmal control gver financial reporting and on our tests of it's
compliance with certain provisions of laws, regulations, tontractes and
grant agreements and other matters, The purpose of that report is to
describe the scope ©f our testing of intermal control over financial
reporting and compliance and the results of that testing, and not to
provide an opinion on the internal contrel over financial reporting or on
compliance. That report 18 an integral part of an aufit performed in
accordance with Government Auditing Standards and should be considered in

aggessing the results of our zudit.
/‘\Amﬁ.f'ﬁﬁ-;'qe‘

Oogtecber &, 2008



DELTON KELLOGG SCHOOLS

ADMINISTRATION®"S DISCUSSION AND ANALYSIS
YEAR ENDED June 30, 2008

This section of Delton Kellogg Schools® annual financial report presents
our discussion and analysis of the School District"s financial performance
during the year ended June 30, 2008. Please read 1t In conjunction with
the School District"s financial statements, which immediately follow this
section.

Using this Annual Report

This annual report consists of a series of financial statements and notes
to those statements. These statements are organized so the reader can
understand Delton Kellogg Schools financially as a whole. The District-
wide Financial Statements provide information about the activities of the
whole School District, presenting both an aggregate view of the School
District"s finances and a longer-term view of those finances. The fund
financial statements provide the next level of detail. For governmental
activities, these statements tell how services were financed in the short-
term as well as what remains for future spending. The fund financial
statements look at the School District®s operations in more detail than the
district-wide Tinancial statements by providing information about the
School District™s most significant funds - the General Fund, the Capital
Projects Fund and the Debt Service Fund, with all other funds presented in
one column as nonmajor funds. The remaining statement, the statement of
fiduciary net assets, presents financial iInformation about activities for
which the School District acts solely as an agent for the benefit of
students and parents.

Management®s Discussion and Analysis (MD&A)
(Required Supplemental Information)

Basic Financial Statements

District-wide Financial Statements Fund Financial Statements
Notes to the Basic Financial Statement

(Required Supplemental Information)
Budgetary Information for the General Fund and Major Special Revenue Funds

Other Supplemental Information

Reporting the School District as a whole - District-wide Financial Statements

One of the most important questions asked about the School District is, "As
a whole, what is the School District"s financial condition as a result of
the year™s activities?” The statement of net assets and the statement of
activities, which appear Tfirst 1i1n the School District"s Tfinancial
statements, report information on the School District as a whole and its
activities iIn a way that helps you answer this question. We prepare these
statements to include all assets and liabilities, using the accrual basis
of accounting, which i1s similar to the accounting used by most private-
sector companies. All of the current year"s revenues and expenses are
taken Into account regardless of when cash is received or paid.
- 3 -



DELTON KELLOGG SCHOOLS

ADMINISTRATION®S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008

These two statements report the School District™s net assets - the
difference between assets and liabilities, as reported in the statement of
net assets - as one way to measure the School District"s financial health
or financial position. Over time, iIncreases or decreases in the School
District"s net assets - as reported in the statement of activities - are
indicators of whether i1ts financial health iIs Improving or deteriorating.
The relationship between revenues and expenses is the School District”s
operating results. However, the School District®"s goal is to provide
services to our students, not to generate profits as commercial entities
do. One must consider many other nonfinancial factors, such as the quality
of the education provided and the safety of the schools, to assess the
overall health of the School District.

The statement of net assets and statement of activities report the
governmental activities for the School District, which encompass all of the
School District"s services, including instruction, supporting services,
community services, athletics, and food services. Property taxes,
unrestricted State Aid (foundation allowance revenue), and State and
federal grants finance most of these activities.

Reporting the School District"s Most Significant Funds - Fund Financial Statements

The School District"s fund financial statements provide detailed
information about the most significant funds - not the School District as
a whole. Some funds are required to be established by State law and by
bond covenants. However, the School District establishes many other funds
to help 1t control and manage money for particular purposes or to show that
it"s meeting legal responsibilities for using certain taxes, grants, and
other money. The governmental funds of the School District use the
Tfollowing accounting approach:

Governmental funds - All of the School District"s services are
reported in governmental funds. Governmental fund reporting focuses
on showing how money flows into and out of funds and the balances left
at year end that are available for spending. They are reported using
an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be
converted to cash. The governmental fTund statements provide a
detailed short-term view of the operations of the School District and
the services it provides. Governmental fund information helps you
determine whether there are more or fewer financial resources that can
be spent iIn the near future to finance the School District"s programs.
We describe the relationship (or differences) between governmental
activities (reported in the statement of net assets and the statement
of activities) and governmental funds in a reconciliation.



DELTON KELLOGG SCHOOLS

ADMINISTRATION®S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008

The School District as Trustee - Reporting the School District"s Fiduciary
Responsibilities

The School District is the trustee, or fiduciary, for its student activity
funds. All of the School District®s fiduciary activities are reported in
separate statements of fiduciary net assets. We exclude these activities
from the School District"s other financial statements because the School
District cannot use these assets to finance its operations. The School
District is responsible for ensuring that the assets reported iIn these
funds are used for their intended purposes.

The School District as a Whole
Recall that the statement of net assets provides the perspective of the

School District as a whole. Table 1 provides a summary of the School
District"s net assets as of June 30, 2008 and 2007:

TABLE 1 June 30
2008 2007
Assets
Current and other assets $ 5,261,789 $ 5,761,015
Capital assets - Net of
accumulated depreciation 14,613,909 15,239,617
Total assets 19,875,698 21,000,632
Liabilities
Current liabilities 4,587,176 4,476,673
Long-term liabilities 11,541,864 12,515,031
Total liabilities 16,129,040 16,991,704

Net Assets
Invested 1n property and equipment -

net of related debt 2,236,607 2,321,107
Restricted for debt service 460,831 398,717
Unrestricted 1.049.220 1.289.104

Total net assets $ 3.746,658 $ 4,008,928




DELTON KELLOGG SCHOOLS

ADMINISTRATION®S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008

The above analysis focuses on the net assets (see Table 1). The change in
net assets (see Table 2) of the School District"s governmental activities
is discussed below. The School District"s net assets were $3,746,658 at
June 30, 2008. Capital assets, net of related debt totaling $2,236,607
compares the original cost, less depreciation of the School District"s
capital assets to long-term debt. Most of the debt will be repaid from
voter-approved property taxes collected as the debt service comes due.
Restricted net assets are reported separately to show legal constraints
from debt covenants and enabling legislation that limit the School
District™s ability to use those net assets for day-to-day operations. The
remaining amount of net assets $1,049,220 was unrestricted.

The $1,049,220 in unrestricted net assets of governmental activities
represents the accumulated results of all past years®™ operations. The
operating results of the General Fund will have a significant impact on the
change in unrestricted net assets from year to year.

The results of this year"s operations for the School District as a whole
are reported in the statement of activities (see Table 2), which shows the
changes i1n net assets for fiscal years ended June 30, 2008 and 2007.

TABLE 2 June 30
2008 2007
Revenue
Program revenue:
Charges for services $ 564,255 $ 731,110
Grants and categoricals 2,484,517 2,351,840
General revenue:
Property taxes 3,463,289 3,155,392
State foundation allowance 10,250,020 10,872,543
Interest earnings and other 167,382 196,183
Total revenue 16,929,463 17,307,068

Function/Program Expenses

Instruction $ 9,609,620 $ 9,803,761
Support services 4,898,484 4,821,130
Community services 118,646 117,252
Food services 702,764 686,219
Athletics 401,920 383,592
Interest on long-term debt 509,776 527,685
Depreciation (unallocated) 950,523 930,381

Total expenses 17,191,733 17,270,020

Increase iIn net assets $ (262,270)$ 37.048



DELTON KELLOGG SCHOOLS

ADMINISTRATION®S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008

As reported iIn the statement of activities, the cost of all governmental
activities this year was $17,191,733. Certain activities were partially
funded from those who benefited from the programs $(564,255) or by other
governments and organizations that subsidized certain programs with grants
and categoricals $(2,484,517). We paid for the remaining "public benefit"
portion of our governmental activities with $3,463,289 in taxes,
$10,250,020 in State foundation Allowance, and with our other revenues,
such as iInterest and general entitlements.

The School District experienced a decrease in net assets of $262,270. Key
reasons for the change In net assets were capitalizable expenditures and
the repayment of bond principal. The change in net assets differs from the
change in fund balance and a reconciliation appears on page 15.

As discussed above, the net cost shows the financial burden that was placed
on the State and the School District"s taxpayers by each of these
functions. Since property taxes for operations and unrestricted State aid
constitute the vast majority of School District operating revenue sources,
the Board of Education and Administration must annually evaluate the needs
of the School District and balance those needs with State-prescribed
available unrestricted sources.

The School District"s Funds

As we noted earlier, the School District uses funds to help it control and
manage money Tor particular purposes. Looking at funds helps the reader
consider whether the School District is being accountable for the resources
taxpayers and others provide to it and may provide more insight into the
School District"s overall financial health.

As the School District completed this year, the governmental funds reported
a combined fund balance of $1,731,010, which is a decrease of $515,562 from
last year. In the General Fund, our principal operating fund, the fund
balance decreased $370,782 to $1,121,589. The General Fund fund balance
has been reserved for prepaid assets - $31,649; reserved for inventories -
$143,852; reserved for encumbrances - $68,985; and undesignated - $877,103.
In the Capital Projects Fund the fund balance decreased $203,792 to $-0-.
The purpose of the Capital Projects Fund was complete. In the Debt Service
Fund the fund balance increased $59,759 to $544,061. Millage rates are
determined annually to ensure that the School District accumulates
sufficient resources to pay annual bond issue-related debt service. Debt
Service Fund fund balance is reserved since i1t can only be used to pay debt
service obligations.



DELTON KELLOGG SCHOOLS

ADMINISTRATION®S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008

General Fund Budgetary Highlights

Over the course of the year, the School District revises its budget as it
attempts to deal with changes In revenues and expenditures. State law
requires that the budget be amended to ensure that expenditures do not
exceed appropriations. A schedule showing the School District®s original
and final budget amounts compared with amounts actually paid and received
is provided iIn required supplemental i1nformation of these Tfinancial
statements. Changes to the General Fund original budget were as follows:

Budgeted revenues were increased by $409,945 to better reflect
adjustments to state per student foundation funding, adjustments to
categorical funding and various grant programs. Actual revenues
were within $108,013 (0.7 percent) of the final budgeted revenues.

Budgeted expenditures were increased by $421,679. Actual expenditures
ended the year under the final budget by $139,589 (0.9 percent).

Capital Asset and Debt Administration

Capital Assets

At June 30, 2008, the School District had $31,173,998 invested in a broad
range of capital assets, including land, buildings, Tfurniture, and
equipment. This amount represents a net increase (including additions and
disposals) of $238,139, or .8 percent, from last year. The majority of
this increase was funded out of the Capital Projects Fund.

2008 2007
Land $ 911,103 $ 911,103
Buildings and improvements 27,747,224 27,540,404
Buses and other vehicles 1,263,710 1,256,216
Furniture and equipment 1,251,961 1,228,136
Total capital assets 31,173,998 30,935,859
Less accumulated depreciation 16,560,089 15,696,242
Net capital assets $ 14.613,909 $ 15,239,617



DELTON KELLOGG SCHOOLS
ADMINISTRATION®"S DISCUSSION AND ANALYSIS - (Continued)
YEAR ENDED June 30, 2008
Debt
At the end of this year, the School District had $12,377,302 in bonds

outstanding versus $13,122,302 in the previous year - a decrease of
$745,000. This change was the result of scheduled principal payments.

2008 2007
General Obligation Bonds $ 12,377,302 $ 13,122,302

The School District®™s General Obligation Bond rating continues to be
equivalent to the State®s credit rating. The State limits the amount of
general obligation debt that schools can issue to 15 percent of the
assessed value of all taxable property within the School District"s

boundaries. [If the School District issues "qualified debt,” 1.e., debt
backed by the State of Michigan, such obligations are not subject to this
debt limit. The School District®s outstanding unqualified general

obligation debt of $12.4 million is significantly below the statutorily
imposed limit.

Factors Bearing on the District"s Future

At the time these financial statements were prepared and audited, the
District was aware of existing circumstances that could significantly
affect its financial health in the future:

The financial status of the State of Michigan may result in future
Executive Order cuts from the Governor.

A reduction iIn student count will result In a decrease iIn State
Aid (foundation allowance) revenue.

Increases in the employer contribution to the Michigan Public School
Employees Retirement System, as well as iIncreased premiums for
health insurance will significantly affect the District"s finances.

Increases in heating fuel costs and transportation fuel costs.

Contacting the School District®"s Financial Management

This Tfinancial report 1is designed to provide the School District"s
citizens, taxpayers, customers, and investors and creditors with a general
overview of the School District"s finances and to demonstrate the School
District™s accountability for the money it receives. If you have questions
about this report or need additional information, contact the Business
Department, 327 North Grove Street, Delton, Michigan 49046.



DELTON KELLOGG SCHOOLS

STATEMENT OF NET ASSETS
June 30, 2008

ASSETS
Current Assets
Cash and cash equivalents

Governmental
Activities

$ 2,679,164

Accounts receivable 251,710
Taxes receivable (net) -
Due from other governmental units 2,146,527
Prepaid expenses 31,649
Inventories 152,739
Total current assets 5,261,789
Noncurrent Assets
Capital assets 31,173,998
Less: accumulated depreciation 16,560,089
Total noncurrent assets 14.613.909
Total assets 19,875,698
LIABILITIES
Current Liabilities
Short-term note payable 1,850,000
Accounts payable 328,607
Accrued payroll 667,993
Accrued benefits 612,465
Accrued interest 151,311
Deferred revenue 3,633
Accrued severance pay 137,729
Bonds payable, due within one year 835,438
Total current liabilities 4,587,176
Noncurrent Liabilities
Accrued severance pay -
Bonds payable 11.541,864
Total noncurrent liabilities 11,541,864
Total liabilities 16,129,040
NET ASSETS
Invested iIn capital assets, net of related debt 2,236,607
Restricted for debt service 460,831
Unrestricted 1.049,220

Total net assets

See Notes to Financial Statements

- 10 -

$ 3.746.658




DELTON KELLOGG SCHOOLS

STATEMENT OF ACTIVITIES
YEAR ENDED June 30, 2008

Governmental
Program Revenues Activities
Net (Expense)
Operating Revenue and
Charges for Grants/ Changes in Net
Expenses Services Contributions Assets
Functions/Programs
Governmental activities:
Instruction $ 9,609,620 $ 46,385 $ 1,974,006 $ (7,589,229)
Support services 4,898,484 - 130,127 (4,768,357)
Food services 702,764 388,717 371,589 57,542
Athletics 401,920 103,673 8,795 (289,452)
Community services 118,646 25,480 - (93,166)
Interest on long-
term debt 509,776 - - (509,776)
Depreciation
(unallocated) 950,523 - - (950,523)
Total Governmental
activities $ 17,191,733 $ 564,255 $ 2,484,517 (14,142,961)
General revenues:
Taxes
Property taxes, levied for
general operations 2,247,069
Property taxes, levied for debt
service 1,216,220
State aid not restricted to
specific purposes 10,250,020
Interest and iInvestment earnings 54,862
Other 112,520
Total general revenues 13,880,691
Change in Net Assets (262,270)
Net Assets - Beginning of year 4,008,928
Net Assets - End of year $ 3,746,658

See Notes to Financial Statements

- 11 -



DELTON KELLOGG SCHOOLS

GOVERNMENTAL FUNDS
BALANCE SHEET
June 30, 2008

ASSETS

Cash and cash equivalents
Accounts receivable

Due from other governmental units
Due from other funds

Prepaid expenditures

Inventories

Total assets

LIABILITIES AND FUND BALANCES

Liabilities
Short-term note payable
Accounts payable
Accrued payroll
Accrued benefits
Accrued interest
Due to other funds
Deferred revenue

Total liabilities

Fund Balances:

Reserved:
Prepaid assets
Inventories
Encumbrances
Debt service
Capital projects

Unreserved:
Undesignated

Total fund balances

Total liabilities and
fund balances

See Notes to Financial Statements

General

Capital
Projects

Debt
Service

$ 1,999,456 $

251,418
2,146,527
64,336
31,649
143,852

$ 544,336
62

$ 4,637,238

$ 1,850,000
317,537
665,274
611,124

68,081

3.633

$ 544,398

3,515,649

31,649
143,852
68,985

877,103

544,061

1.121.589

544,061

$ 4.637,238 $

$ 544,398




Other

Non-Major
Governmental
Funds Total
$ 135,372 $ 2,679,164
230 251,710
- 2,146,527
- 64,336
- 31,649
8.887 152,739
$ 144,489 $ 5.,326.125
$ - $ 1,850,000
10,733 328,607
2,719 667,993
1,341 612,465
- 68,081
64,336 64,336
- 3.633
79,129 3,595,115
- 31,649
8,887 152,739
- 68,985
- 544,061
56.473 933.576
65,360 1.731.010
$ 144,489 $ 5.326.,125

- 12 -



DELTON KELLOGG SCHOOLS

GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
June 30, 2008

Total Fund Balances - Governmental Funds $ 1,731,010

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and are not reported in the funds.

The cost of the capital assets is 31,173,998
Accumulated depreciation is (16.,560,089)
Total 14,613,909

Long-term liabilities are not due and payable in the
current period and are not reported iIn the funds:

Accrued severance pay (137,729)
Bonds payable (12,377,302)
Accrued interest payable on long-term liabilities i1s not
included as a liability in governmental activities (83.,230)
Net assets of governmental activities $ 3,746,658

See Notes to Financial Statements

- 13 -



DELTON KELLOGG SCHOOLS

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
YEAR ENDED June 30, 2008

Capital Debt
General Projects Service
Revenues
Local sources $ 2,465,993 $ 3,028 $ 1,233,515
State sources 11,280,779 - -
Federal sources 858,183 - -
Interdistrict sources 215,191 - -
Total revenues 14,820,146 3,028 1,233,515
Expenditures
Instruction 9,741,265 - -
Supporting services 4,920,021 - -
Community services 118,646 - -
Food service - - -
Athletics - - -
Debt service:
Principal 75,000 - 670,000
Interest and other 81,008 - 503,756
Capital outlay - 206,820 -
Total expenditures 14,935,940 206,820 1,173,756
Excess (deficiency) of revenues
over expenditures (115,794) (203,792) 59,759
Other financing sources (uses)
Operating transfers iIn 32,000 - -
Operating transfers out (286,988) - -
Total other financing
sources (uses) (254.,988) - -
Net Change in Fund Balances (370,782) (203,792) 59,759
Fund balances, July 1 1,492,371 203,792 484,302
Fund balances, June 30 $ 1,121,589 $ - $ 544,061

See Notes to Financial Statements



Other

Non-Major
Governmental
Funds Total
$ 501,185 4,203,721
48,101 11,328,880
323,488 1,181,671
- 215,191
872,774 16,929,463
- 9,741,265
- 4,920,021
- 118,646
726,589 726,589
401,920 401,920
- 745,000
- 584,764
- 206,820
1.128.509 17.445.025
(255,735) (515,562)
286,988 318,988
(32.,000) (318.,988)
254,988 -
(747) (515,562)
66,107 2.246.,572

$ 65.360 $ 1.731.010



DELTON KELLOGG SCHOOLS
GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED June 30, 2008

Net change in Fund Balances - Total Governmental Funds $ (515,562)

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as
expenditures; iIn the statement of activities,
these costs are allocated over their estimated
useful lives as depreciation.

Depreciation expense (950,523)
Capital outlays 324,815
Total (625,708)

Accrued interest is recorded in the statement of activities
when 1ncurred; it 1s not reported in governmental funds
until paid 2,355

Accrued severance pay 1s reported on the accrual method
in the statement of activities, and recorded as an
expenditure when financial resources are used iIn the
government funds.

Accrued voluntary severance plan beginning of year 269,374
Accrued voluntary severance plan end of year (137,729)

Repayment of bond principal is an expenditure in the
governmental funds, but not in the statement of activities

(where i1t reduces long-term debt) 745,000
Change in Net Assets of Governmental Activities $ (262.,270)

See Notes to Financial Statements

- 15 -



DELTON KELLOGG SCHOOLS

FIDUCIARY FUND
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

Student
Activities
Agency Fund

ASSETS

Cash and cash equivalents $ 150,978
LIABILITIES

Due to student groups $ 150,978

See Notes to Financial Statements

- 16 -



NOTE 1 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Delton Kellogg Public Schools conform to
accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental units. The following
is a summary of the significant accounting policies used by the
School District:

Reporting Entity

The School District i1s governed by an elected seven-member Board of
Education. The accompanying financial statements have been prepared
in accordance with criteria established by the Governmental
Accounting Standards Board for determining the various governmental
organizations to be included in the reporting entity. These criteria
include significant operational Tfinancial relationships that
determine which of the governmental organizations are a part of the
School Districts”™ reporting entity, and which organizations are
legally separate, component units of the school district. Based on
the application of the criteria, the district does not contain any
component units.

District-Wide and Fund Financial Statements

The district-wide financial statements (i.e., the statement of net
assets and the statement of changes In net assets) report information
an all of the nonfiduciary activities of the primary government. For
the most part, the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant
extent on fees and charges for support. All the district"s
government wide activities are considered governmental activities.

The statement of activities demonstrates the degree to which the
direct expenses of a given function or segment are offset by program
revenues. Direct expenses are those that are clearly identifiable
with a specific function. Program revenue includes (1) charges to
customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function and (2)
grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Taxes,
intergovernmental payments, and other i1tems not properly included
among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds and
fiduciary funds, even though the latter are excluded from the
government-wide financial statements. Major individual governmental
funds are reported as separate columns in the +fund Tfinancial
statements.
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DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

District-Wide Statements - The district-wide financial statements are
reported using the economic resources measurement focus and the
accrual basis of accounting. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as
revenue iIn the year for which they are levied. Grants, categorical
aid, and similar i1tems are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements.

Amounts reported as program revenue include (1) charges to customer
or applicants for goods, services, or privileges provided; (2)
operating grants and contributions; and (3) capital grants and
contributions. Internally dedicated resources are reported as
general revenue rather than as program revenue. Likewise, general
revenue includes all taxes and unrestricted State aid.

Fund-based Statements - Governmental fund financial statements are
reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenue i1s recognized as
soon as 1t 1s both measurable and available. Revenue is considered
to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available 1T they
are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Property taxes, unrestricted State aid, intergovernmental grants, and
interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenue
of the current fiscal period. All other revenue items are considered
to be available only when cash is received by the government.

Fiduciary fund statements also are reported using the economic
resources measurement focus and the accrual basis of accounting.

The school district reports the following major governmental funds:

The General Fund is the school district®s primary operating fund.
It accounts for all financial resources of the district, except those
required to be accounted for in another fund.
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DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Capital Projects Fund i1s used to record bond proceeds or other
revenue and the disbursement of funds specifically designated for
acquiring new school sites, buildings, equipment, and for major
remodeling and repairs. The fund is retained until the purpose for
which the fund was created has been accomplished.

The Debt Service Fund is used to record tax, interest, other revenue
for payment, principle, and other expenditures on the bond issues.

Additionally, the government reports the following fund types:

Special Revenue Funds are used to account for the proceeds of
specific revenue sources that are restricted to expenditures for
specified purposes.

The School Service Funds are Special Revenue Funds that segregate,
for administrative purposes, the transactions of a particular
activity from regular revenue and expenditure accounts. The School
District maintains full control of these funds. The School Service
Funds maintained by the School District are the Athletic Fund and
Food Services Fund.

Fiduciary Funds are used to account for assets held by the School
District in a trustee capacity or as an agent. Fiduciary Fund net
assets and results of operations are not included in the government-
wide statements. Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

The School District presently maintains a Student Activities Fund to
record the transactions of student and parent groups for school and
school-related purposes. The funds are segregated and held in trust
for the students and parents.

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments - Cash and cash equivalents include cash on
hand, demand deposits, and short-term investments with a maturity of
three months or less when acquired. Investments are stated at fair
value.

Receivables and Payables - In general, outstanding balances between
funds are reported as "due to/from other funds.' Activity between
funds that are representative of lending/borrowing arrangements
outstanding at the end of the Tfiscal year are referred to as
"advances to/from other funds."
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DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property tax and other trade receivables are shown net of an
allowance for uncollectible amounts. Property taxes are assessed as
of December 31 and the related property taxes become a lien on
December 1 of the following year. Taxes are considered delinquent
on March 1 of the following year. At this time, penalties and
interest are assessed and the total obligation is added to the county
tax rolls.

The State of Michigan utilized a foundation allowance approach, which
provides for a specific annual amount of revenue per student based
on a state-wide formula. The foundation allowance is funded from a
combination of state and local sources. Revenues from state sources
are primarily governed by the School Aid Act and the School Code of
Michigan. The state portion of the foundation is provided from the
state®s School Aid Fund and is recognized as revenue iIn accordance
with state law and accounting principles generally accepted in the
United States of America.

The District also receives revenue from the state to administer
certain categorical education programs. State rules require that
revenue earmarked for these programs be used for 1its specific
purpose. Certain categorical funds require an accounting to the
state of the expenditures incurred. For categorical funds meeting
this requirement, funds received, which are not expended by the close
of the fiscal year are recorded as deferred revenue. Other
categorical funding is recognized when the appropriation is received.

Inventories and Prepaid ltems - Inventories are valued at cost, on
a first-in, first-out basis. Inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased.
Certain payments to vendors reflect costs applicable to future fiscal
years and are recorded a prepaid items iIn both government-wide and
fund financial statements.

Capital Assets - Capital assets, which include land, buildings,
equipment, and vehicles are reported in the applicable governmental
column 1n the government-wide financial statements. Capital assets
are defined by the government as assets with an initial individual
cost of more that $5,000 and an estimated useful life in excess of
five years. Such assets are recorded at historical cost or estimated
historical cost 1T purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.
Costs of normal repair and maintenance that do not add to the value
or materially extended asset life are not capitalized. The school
district does not have infrastructure type assets.
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NOTE 1 -

NOTE 2 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Buildings, equipment, and vehicles are depreciated using the
straight-line method over the following useful lives:

Buildings and additions 20-50 years

Buses and other vehicles 5-10 years

Furniture and other equipment 5-10 years
Long-Term Obligations - In the government-wide financial statements,
long-term debt and other Qlong-term obligations are reported as
liabilities iIn the statement of net assets. Bond premiums and

discounts, as well as issuance costs, are deferred and amortized over
the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount.
Bond i1ssuance costs are reported as deferred charges and amortized
over the term of the related debt.

In the fund financial statements, governmental fund types recognize
bond premiums and discounts, as well as bond issuance costs, during
the current period.

Premiums received on debt issuances are reported as other financing
sources while discounts are reported as other financing uses.
Issuance costs are reported as debt service expenditures.

Fund equity - In the fund financial statements, governmental funds
report reservations of fund balance for amounts that are not
available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change.

Comparative Data/Reclassifications - Comparative data is not included
in the district™s financial statements.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information - Annual budgets are adopted on a basis
consistent with generally accepted accounting principles and state
law for the general and special revenue funds. All annual

appropriations lapse at fiscal year end.

The budget document presents information by fund and function. The
legal level of budgetary control adopted by the governing body (i.e.,
the level at which expenditures may not legally exceed
appropriations) 1is the function level. State law requires the
district to have its budget in place by July 1. Expenditures 1in
excess of amounts budgeted i1s a violation of Michigan Law. State law
permits districts to amend its budgets during the year. There were
no significant amendments during the year.
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NOTE 2 -

NOTE 3 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - Continued

Encumbrance accounting 1s employed 1in governmental funds.
Encumbrances (e.g., purchase orders, contracts) outstanding at year
end are reported as reservations of fund balances and do not
constitute expenditures or liabilities because the goods or services
have not been received as of year end; the commitments will be
reappropriated and honored during the subsequent year.

Excess of Expenditures Over Appropriations in Budgeted Funds - The
School district did not have significant expenditure budget
variances.

Capital Projects Fund Compliance - The Capital Projects Funds include
capital project activities funded with bonds issued after May 1,
1994. For these capital projects, the School District has complied
with the applicable provisions of 135la of the State of Michigan®s
School Code.

CASH AND CASH EQUIVALENTS

The School District’s cash and cash equivalents at June 30, 2008, are
composed of the following:

Governmental Fiduciary Total Primary

Activities Funds Government
Deposits $ 2.679.164 $ 150,978 $ 2.830.,142

Deposits consist of checking, savings, and bank municipal investment
funds. The above deposits were reflected In the accounts of the bank
(without recognition of checks written but not yet cleared, or of
deposits in transit) at $2,975,841. Of that amount, $250,000 was
covered by fTederal depository insurance coverage or secured and
$685,336 was uninsured and uncollateralized. The balance of
$2,040,505 was invested in the bank municipal investment funds which
are not categorized by risk.

The School District believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to
insure all bank deposits. The School District evaluates each
financial institution 1t deposits School District funds with and
assesses the level of risk of each institution; only those
institutions with an acceptable estimated risk level are used as
depositories.
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NOTE 4 -

NOTE 5 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

CAPITAL ASSETS

Capital asset activity of the School District"s governmental
activities was as follows:

Balance Disposals and Balance
July 1. 2007 _Additions Adjustments June 30, 2008

Assets not being

depreciated - Land $ 911,103 $ - $ - $ 911,103
Capital assets being depreciated:

Buildings and building

improvements 27,540,404 206,820 - 27,747,224
Buses and other vehicles 1,256,216 94,170 86,676 1,263,710
Furniture and equipment 1,228,136 23,825 - 1,251,961

Subtotal 30,024,756 324,815 86,676 30,262,895
Accumulated depreciation:
Buildings and building

improvements 13,980,957 781,773 - 14,762,730
Buses and other vehicles 944,107 96,356 86,676 953,787
Furniture and equipment 771,178 72,394 = 843,572

Subtotal 15,696,242 950,523 86,676 16,560,089

Net capital assets being
depreciated 14,328,514 13,702,806
Net capital assets $ 15,239,617 $ 14.613.909

Depreciation expense was not charged to activities as the School
District considers its assets to iImpact multiple activities and
allocation is not practical.

INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund balances is as follows:

Receivable Fund Payable Fund Amount

Due To/From Other Funds:
General Fund Other governmental funds $ 64,336

Interfund Transfers:
Transfer Out:
General Fund
Transfer iIn:
Other governmental funds $ 254,988
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NOTE 7 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

SHORT-TERM NOTE PAYABLE

Michigan Municipal Bond Authority
State Aid note payable on August
20, 2008 plus interest at 3.68% $ 1.850,000

LONG-TERM DEBT

The school district issues bonds, notes, and other contractual
commitments to provide for the acquisition and construction of major
capital facilities and the acquisition of certain equipment.
General obligation bonds are direct obligations and pledge the full
faith and credit of the school district. Other long-term
obligations include accumulated severance pay.

Long-term obligation activity can be summarized as follows:

Governmental Activities

Beginning Ending Due Within

Balance Additions Reductions Balance One Year

Bonds $13,122,302 $ - $ 745,000 $12,377,302 $ 835,438
Other

Obligations 269,374 - 131,645 137,729 $ 137,729

Totals $13,391,676 $ - $ 876,645 $12,515,031

The annual requirement to service the bonds outstanding to maturity,
including both principal and interest, are as follows:

Year ended

June 30, Principal Interest Total
2009 $ 835,438 $ 499,384 $ 1,334,822
2010 802,419 468,479 1,270,898
2011 867,773 442,289 1,310,062
2012 938,142 413,970 1,352,112
2013 1,013,530 378,706 1,392,236

Thereafter 7.920,000 _1.273.412 9,193.412

$12,377,302 $3.476.240 $15,.853,542
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NOTE 8 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

LONG-TERM DEBT - (Continued)
Governmental Activities:
General obligation bonds consist of:

2003 General Obligation School Building
and Site and Refunding Bonds payable
in annual installments of $185,000 to
$1,540,000 plus interest at 2.00% to
4.50% through May 2019 $ 12,245,000

1999 General Obligation Energy Conservation
Improvement Bonds payable in annual
installments of $75,000 to $80,000
plus iInterest at 5.0% through May 2009 80,000

$127,259 1998 School Improvement Bond
(Durant Settlement) payable in annual
installments of $8,936 through
May 15, 2013; interest at 4.76%; annual
principal and interest payments are to

be paid directly by the State of Michigan 52,302
Total bonds payable $ 12,377,302

Other governmental activity long-term obligations include:

Accumulated severance pay payable annually
from January 2008 through January 2009 $ 137,729

RISK MANAGEMENT

The School District is exposed to various risks of loss related to
property loss, torts, errors and omissions, and employee injuries
(workers® compensation), as well as medical benefits provided to
employees. The School District has purchased commercial insurance
for property loss, torts, errors and omissions, and medical claims
for certain employee groups. Settled claims relating to the
commercial iInsurance have not exceeded the amount of insurance
coverage in any of the past three fiscal years.
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NOTE 9 -

DELTON KELLOGG SCHOOLS

NOTES TO FINANCIAL STATEMENTS
June 30, 2008

DEFINED BENEFIT PENSION PLAN AND POST RETIREMENT BENEFITS

Plan Description - The School District participates in the Michigan
Public School Employees®™ Retirement System (MPSERS), a statewide,
cost-sharing, multiple-employer defined benefit public employee
retirement system governed by the State of Michigan that covers
substantially all employees of the District. The system provides
retirement, survivor and disability benefits to plan members and
their beneficiaries. The Michigan Public School Employees*
Retirement System issues a publicly available financial report that
includes financial statements and required supplementary information
for the system. That report may be obtained by writing to the
system at 7150 Harris Drive, P.O. Box 30673, Lansing, MI 48909-8103.

Funding Policy - Employer contributions to the system result from
the implementing effect of the School Finance Reform Act. Under
these procedures, each school district is required to contribute the
full actuarial funding contribution amount to fund pension benefits,
plus an additional amount to fund retiree health care benefit
amounts on a cash disbursement basis.

The pension benefit rate totals 17.74 percent for the period July
1, 2007 through September 30, 2007 and 16.72 percent for the period
October 1, 2007 through June 30, 2008 of the covered payroll to the
plan. Basic plan members make no contributions, but Member
Investment Plan members contribute at rates ranging from 3 percent
to 4.3 percent of gross wages. The District"s contributions to the
MPSERS plan for the years ended June 30, 2008, 2007, and 2006 were
$1,462,040, $1,569,593, and $1,543,650.

Post Employment Benefits - Under the MPSERS Act, all retirees
participating in the MPSERS Pension Plan have the option of
continuing health, dental, and vision coverage. Retirees having
these coverages contribute an amount equivalent to the monthly cost
for Part B Medicare and 10 percent of the monthly premium amount for
the health, dental, and vision coverages. Required contributions
for post employment health care benefits are included as part of the
District"s total contribution to the MPSERS plan discussed above.
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DELTON KELLOGG SCHOOLS

REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED June 30, 2008

Original Final Over (under)
Budget Budget Actual Final Budget
Revenues:
Local sources $ 2,531,946 $ 2,588,201 $ 2,465,993 $ (122,208)
State sources 10,977,138 11,268,452 11,280,779 12,327
Federal sources 796,972 856,315 858,183 1,868
Interdistrict sources 212,158 215,191 215,191 -
Total revenue 14,518,214 14,928,159 14,820,146 (108,013)
Expenditures:
Instruction
Basic programs 7,323,161 7,644,038 7,670,156 26,118
Added needs 1,808,459 1,844,302 1,705,797 (138,505)
Adult/community
education 389,814 381,709 365,312 (16,397)
Support services
Pupil 366,227 443,761 413,460 (30,301)
Instructional staff 165,989 161,758 194,179 32,421
General administration 560,698 452,137 462,458 10,321
School administration 858,613 886,323 882,120 (4,203)
Business services 302,299 328,903 359,027 30,124
Operations and
maintenance 1,717,985 1,684,632 1,682,225 (2,407)
Transportation 624,353 689,413 663,874 (25,539)
Technology services 255,030 278,391 262,678 (15,713)
Community services 120,847 119,787 118,646 (1,141)
Debt service
Principal 75,000 75,000 75,000 -
Interest and other 85,375 85,375 81,008 (4.367)
Total expenditures __14,653,850 15,075,529 14,935,940 (139,589)
Excess (deficiency) of
revenues over expenditures (135,636) (147,370) (115,794) 31,576
Other financing sources (uses)
Operating transfers iIn 5,000 25,000 32,000 7,000
Operating transfers out (250,514) (299,556) (286,988) (12,568)
Total other financing
sources (uses) (245,514) (274 ,556) (254,988) 19,568
Net change in fund balance (381,150) (421,926) (370,782) 51,144
Fund balance, July 1 1,492,371 1,492,371 1,492,371 -

Fund balance, June 30
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION

GENERAL FUND
STATEMENT OF REVENUES
YEAR ENDED June 30, 2008

Local sources

Property taxes $ 2,247,069
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Tuition 71,865
Interest on iInvested balances 34,539
Sale of school property 41,860
Miscel laneous 70.660
Total local sources 2,465,993
State sources
Foundation 10,203,945
At risk 373,858
Adult education 257,342
Early childhood education 61,200
Declining enrollment 46,075
Vocational education 24,218
Special education 301,416
Durant Settlement 12.725
Total state sources 11,280,779
Federal sources
Title 1 Part A 368,075
Title 11 Part D 2,986
Title V LEA allocation 1,923
Adult basic education 120,000
CTE Perkins/Tech Prep 13,408
Drug free schools 6,179
I.D.E.A. program 200,500
Title I1A Improving Teacher Quality 109,587
Medicaid outreach 35.525
Total federal sources 858,183
Interdistrict sources
Durant settlement 7,815
Special education 207,376
Total interdistrict sources 215.191
Total revenues $ 14.820.146



DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
GENERAL FUND

STATEMENT OF EXPENDITURES
YEAR ENDED June 30, 2008
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Instruction
Basic Programs
Elementary
Salaries $ 1,614,000
Employee benefits 835,876
Purchased services 48,428
Supplies, material, and other 123,218
Capital outlay -
2,621,522
Middle school
Salaries 1,399,174
Employee benefits 776,313
Purchased services 62,180
Supplies, material, and other 122,484
Capital outlay -
2,360,151
High school
Salaries 1,545,790
Employee benefits 791,266
Purchased services 78,835
Supplies, material, and other 136,254
Capital outlay -
2,552,145
Pre-School
Salaries 93,772
Employee benefits 39,170
Purchased services 1,561
Supplies, materials, and other 1.835
136,338
Total basic programs 7,670,156
Added needs
Special education
Salaries 801,515
Employee benefits 386,360
Purchased services 35,745
Supplies, material, and other 3,797
1,227,417
Compensatory education
Salaries 217,298
Employee benefits 84,355
Purchased services -
Supplies, material, and other 7,203
308,856



DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
GENERAL FUND

STATEMENT OF EXPENDITURES (Continued)
YEAR ENDED June 30, 2008

Career and technical education

Salaries 59,387
Employee benefits 45,423
Purchased services 25,376
Supplies, materials, and other 39,338
169,524
Total added needs 1,705,797
Adult education services
Basic
Salaries 240,860
Employee benefits 103,438
Purchased services 8,389
Supplies, materials, and 12,625
Total adult education services 365,312
Total instruction 9,741,265
Supporting services
Pupil services
Guidance services
Salaries 254,346
Employee benefits 151,944
Supplies, materials, and other 4,613
410,903
Other pupil services
Salaries 2,022
Employee benefits 535
2.557
Total pupil services 413,460
Instructional staff services
Improvement of instruction
Purchased services 30,955
Library
Salaries 92,079
Employee benefits 39,519
Purchased services 600
Supplies, materials, and other 19,134
151,332
Audio-visual
Supplies, materials, and other 11,892
Total instructional staff services 194,179
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
GENERAL FUND

STATEMENT OF EXPENDITURES (Continued)
YEAR ENDED June 30, 2008

General administrative services
Board of education
Salaries

144,248

Purchased services
Supplies, materials, and other 17.524
161,772
Executive administration
Salaries 166,930
Employee benefits 88,484
Purchased services 38,531
Supplies, materials, and other 6,741
300,686
Total general administrative services 462,458
School administrative services
Office of the principal
Salaries 589,714
Employee benefits 276,094
Purchased services 4,309
Supplies, materials, and other 12,003
Capital outlay -
Total school administrative services 882,120
Business services
Fiscal services
Salaries 150,195
Employee benefits 84,074
Purchased services 16,226
Supplies, materials, and other 3.205
253,700
Other services
Salaries -
Employee benefits -
Purchased services 52,684
Supplies, materials, and other 52,643
Capital outlay -
105,327
Total business services 359,027
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DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL INFORMATION
GENERAL FUND
STATEMENT OF EXPENDITURES (Continued)
YEAR ENDED June 30, 2008

Operation and maintenance services
Operation and maintenance
Salaries
Employee benefits
Purchased services
Supplies, materials, and other
Capital outlay

Total operation and maintenance services

Pupil transportation services
Pupil transportation
Salaries
Employee benefits
Purchased services
Supplies, materials, and other
Capital outlay

Total pupil transportation services

Other supporting services
Technology services
Salaries
Employee benefits
Purchased services
Supplies, materials, and other
Capital outlay

Total technology services
Total supporting services
Community services
Community education
Salaries
Employee benefits
Purchased services
Supplies, materials, and other
Total community education
Debt service
Principal payments
Interest
Total debt service
Total expenditures
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541,484
417,943
306,618
416,180

1,682,225

297,096
142,292
12,067
118,249
94,170

663,874

122,756
60,252
48,183

6,546
24,941

262.678

4,920,021

84,858
33,449

339

118,646

75,000
81.008

156,008

$ 14,935,940



DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL

INFORMAT 10N

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

June 30, 2008

ASSETS

Cash and cash equivalents
Accounts receivable

Due from other governmental units
Due from other funds

Inventory

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued payroll
Accrued benefits
Due to other funds

Total liabilities

Fund balances:
Reserved:
Inventory
Unreserved:
Undesignated

Total fund balances

Total liabilities and
fund balances

Special Revenue Funds
Food
Services Athletics Total

$ 104,372 $ 31,000 $ 135,372
- 230 230
8.887 - 8.887
$ 113.259 $ 31.230 $ 144.489
$ 10,113 $ 620 $ 10,733
- 2,719 2,719
- 1,341 1,341
39.336 25.000 64 .336
49,449 29,680 79,129
8,887 - 8,887
54,923 1.550 56.473
63.810 1.550 65,360

$ 113,259 $ 31.230 $ 144.489
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DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL INFORMATION

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUND
YEAR ENDED June 30, 2008

Revenues:
Local sources
State sources
Federal sources

Total revenues
Expenditures:
Food services
Athletics
Total expenditures
Excess (deficiency) of

revenues over
expenditures

Other Financing Sources (Uses):

Operating transfers in
Operating transfers out

Total other financing
sources (uses)

Net change in fund balances
Fund balances, July 1

Fund balances, June 30

Special Revenue Funds

Food
Services Athletics Total

$ 388,717 $ 112,468 $ 501,185
48,101 - 48,101
323.488 - 323.488

760,306 112,468 872,774

726,589 726,589

401,920 401,920

726,589 401.920 _1.128,509

33,717  (289,452) (255,735)

- 286,988 286,988
(32.000) - (32.000)

(32.000) 286,988 254,988

1,717 (2,464) 747)
62,093 4,014 66,107
$ 63.810 $ 1,550 $ 65,360
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
FOOD SERVICE SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL
YEAR ENDED June 30, 2008

Over (Under)

Budget Actual Budget
Revenues:
Local sources $ 377,037 $ 388,717 $ 11,680
State sources 48,101 48,101 -
Federal sources 320,000 323,488 3.488
Total revenues 745,138 760,306 15,168
Expenditures:
Salaries 249,501 247,696 (1,805)
Employee benefits 96,859 92,266 (4,593)
Purchased services 12,761 12,399 (362)
Supplies, material, and other 356,579 344,840 (11,739)
Capital outlay 32,563 29,388 (3.175)
Total expenditures 748,263 726,589 (21.674)
Excess (deficiency)
of revenues over
expenditures (3,125) 33,717 36,842
Other Financing Sources (Uses):
Operating transfers out (25,000) _ (32,000) 7.000
Excess (deficiency) of
revenues over expenditures
and other sources (28,125) 1,717 29,842
Fund balances, July 1 62,093 62.093 -
Fund balances, June 30 $ 33.968 $ 63.810 $ 29,842
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
ATHLETIC SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL
YEAR ENDED June 30, 2008

Over (Under)

Budget Actual Budget
Revenues:
Local sources $ 109,544 $ 112,468 $ 2,924
Expenditures:
Salaries 235,067 230,147 (4,920)
Employee benefits 61,475 58,282 (3,193)
Purchased services 54,843 54,839 (@))
Supplies, material, and other 37,007 37,958 951
Capital outlay 20,708 20,694 (14)
Total expenditures 409,100 401,920 (7.180)
Excess (deficiency)
of revenues over
expenditures (299,556) (289,452) 10,104
Other Financing Sources:
Operating transfers in 299,556 286,988 (12,568)
Excess (deficiency)
of revenues over
expenditures and
other financing
sources - (2,464) (2,464)
Fund balances, July 1 4,014 4,014 -
Fund balances, June 30 $ 4,014 $ 1.550 $ (2.464)
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
STUDENT ACTIVITIES AGENCY FUND

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
YEAR ENDED June 30, 2008

Balances Balances
June 30, 2007 Additions Deductions June 30, 2008

ASSETS

Cash and cash equivalents $ 145,127 $ 374.931 $ 369,080 $ 150,978

LIABILITIES
Due to student groups $ 145,127 $ 374.931 $ 369,080 $ 150,978
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DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF BONDED INDEBTEDNESS
$14,445,000 2003 General Obligation School Building
and Site and Refunding Bonds

Year Ended Principal Interest

June 30 Rate May 1 November 1 May 1 Total
2009 3.00 % 735,000 $ 244,506 $ 244,506 $ 1,224,012
2010 3.25 795,000 233,481 233,481 1,261,962
2011 3.25 860,000 220,563 220,563 1,301,126
2012 3.75 930,000 206,588 206,588 1,343,176
2013 4.00 1,005,000 189,150 189,150 1,383,300
2014 4.00 1,090,000 169,050 169,050 1,428,100
2015 4.25 1,180,000 147,250 147,250 1,474,500
2016 4.00 1,270,000 122,175 122,175 1,514,350
2017 4.375 1,370,000 96,775 96,775 1,563,550
2018 4.375 1,470,000 66,806 66,806 1,603,612
2019 4 .50 1.540.000 34,650 34,650 1,609,300
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$ 12,245,000 $ 1,730,994 $ 1.730,994 $15,706,988



DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF BONDED INDEBTEDNESS
$645,000 1999 Energy Conservation Improvement Bonds

Year Ended Principal Interest
June 30 Rate May 1 November 1 May 1 Total
2009 5.00 $ 80.000 $ 2.000 $ 2.000 $ 84 .000
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DELTON KELLOGG SCHOOLS
OTHER SUPPLEMENTAL INFORMATION
STATEMENT OF BONDED INDEBTEDNESS
YEAR ENDED June 30, 2008

1998 SCHOOL IMPROVEMENT BONDS $ 127,529

Balance payable as follows:

Year _Rate Interest Principal Total

2009 4.76 $ 6,372 $ 20,438 $ 26,810
2010 4.76 1,517 7,419 8,936
2011 4.76 1,163 7,773 8,936
2012 4.76 794 8,142 8,936
2013 4.76 406 8.530 8.936

Total $ 10,252 $ 52,302 $ 62,554

Interest and principal on the bonds of the above issue is payable annually on
May 15. As part of the Durant Settlement the annual principal and iInterest
payments are to be made directly by the State of Michigan.
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DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL INFORMATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED June 30, 2008

Federal Pass-Through Program
Federal Grantor/Pass-Through CFDA Grantor®s or Award
Grantor/ Program Title Number Number Amount
U.S. DEPARTMENT OF EDUCATION
Passed Through State Department
of Education:
Title 1 - Educationally
Deprived 84.010 0715300607 $ 307,209
0815300708 342,005
Title V LEA allocation 84.298 0702500607 388
0802500708 1,923
Title 11 Part D 84.318 0742900607 3,154
0842900708 2,986
Title 11A Teacher Quality 84 .367 0705200607 107,430
0805200708 109,587
Service Provider Self Review 84_.027A 0704400607 4,500

Adult Basic Education
Sec. 306 Instruction 84.002 081130810977 120,000

Total passed through MDE

Passed Through State Department
of Labor and Economic Growth:

Vocational Rehabilitation
Services 84.126 30,000

Passed Through Intermediate
School District:

CTE Perkins 84.048 13,408
Drug Free Schools 84.186 6,179
I1DEA 84.027 200,500

Total passed through 1SD

TOTAL DEPARTMENT OF EDUCATION
(Continued on next page)



Accrued/ Accrued/
(Deferred) (Memo only) (Deferred)
Revenue Prior Year Revenue
June 30, 2007 Expenditures Expenditures Receipts June 30, 2008
$ 198,040 238,040 44,868 242,908 $ -
- 323,207 299,054 24,153
198,040 368,075 541,962 24,153
388 388 - 388 -
- 1,923 1,923 -
388 1,923 2,311 -
3,154 3,154 - 3,154 -
- 2.986 2.986 -
3,154 2,986 6,140 -
37,430 107,430 - 37,430 -
- 109,587 87,175 22.412
37,430 109,587 124,605 22,412
4,200 4,200 - 4,200 -
- 120.000 72,673 47 ,327
243,212 602,571 751,891 93,892
8,250 30,000 - 8,250 -
- 13,408 13,408 -
- 6,179 6,179 -
- 200,500 200,500 -
- 220,087 220,087 -
251,462 822,658 980,228 93,892
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DELTON KELLOGG SCHOOLS

OTHER SUPPLEMENTAL INFORMATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - Continued
YEAR ENDED June 30, 2008

Federal Pass-Through Program
Federal Grantor/Pass-Through Grantor/ CFDA Grantor®s or Award
Grantor/Program Title Number Number Amount
U.S. DEPARTMENT OF AGRICULTURE
Passed Through State Department
of Education:
Nutrition Cluster
National School Lunch Program 10.555 071950 38,585
081950 33,242

071960 175,140
081960 155,863

National School Lunch Breakfast 10.553 071970 65,855
081970 64,433

Food Distribution
Entitlement Commodities 10.550 38,477
Bonus Commodities 795

TOTAL DEPARTMENT OF AGRICULTURE

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed Through Intermediate School District:

Medicaid Outreach 93.778 -

TOTAL FEDERAL FINANCIAL ASSISTANCE

Notes:

1.*Designates Major Program

2. Dollar threshold used to distinguish between Type A and Type B programs
- $300,000.

3. Expenditures in this schedule are i1In agreement with amounts reported in
the financial statements.

4. The amounts reported on the R7120 reconcile with this schedule.

5. This schedule has been prepared under the modified accrual basis of

accounting.



Accrued/

Accrued/

(Deferred) (Memo only) (Deferred)
Revenue Prior Year Revenue
June 30, 2007 Expenditures Expenditures Receipts June 30, 2008
- 34,355 4,230 4,230 -
- 33,242 33,242 _
- 155,395 19,745 19,745 -
- 155,863 155,863 -
- * 213,080 213,080 -
- 59,152 6,703 6,703 -
- 64.433 64,433 -
- * 71,136 71,136 -
- 38,477 38,477 -
- 795 795 -
- * 39,272 39,272 -
- 323,488 323,488 -
- 35,525 35,525 -

$ 251,462

$ 1.181.671 $ 1,339,241
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INDEFENDENT AUDITOR'EZ REPORT ON INTHRNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT FINANCIAL
SETATEMENTS PERFORMED IN OF ACCORDANCE
WITH GOVERNMENT AUDTTING STANDARDS

Ta the Board of Education
Delton Kellogg Schoole, Michigan

We have a&udited the fipmancial statements of the
governmental activities, each major fund, and the
aggregate remaining fund information of Delton Kelledgqg
Schools as of and for the year ended Juns 30, 2008, which
collectively comprise Delton Kellegag Schools’'s basic
financial statements and have iszsued cur report therson
dated October £, 2008. We conducted our audit in
accordance with U.S. generally accepted auditing standards
and the standards applicable to financial audita contained

i  Government Auditing  Standards, issued by the
Comptroller General of the United States.
Internal Control Over Finapcial Reporting - In planning

and performing our audit, we considered Delton Kellogg
Schools's internal control over financial reporting as a
basis for designing our auditing procedures for the
putpose of expressing our opiniona on the Financial
statemencs;, but not for the purpose of EXpressing an

opinion on the effectiveness on Lthe Delton Kellogg
Schools's internal control over financial reporting.
Accordingly, we do not express an opinicn on the

effectiveness of the Delton Kellbgg Schools's internal
control over flnancial reporting.

A control deficiency exists when the design or operation
of & control does not allow management ox employees, in
the normal course of performing their assigned Functions,
Fo prevent or detect misstatements on a timely basis. A

significant deficiency is & control deficiency, or
combination of control deficiencies, that gdverssly
affects the entity's ability to initiate, authorize,

record, process, Or report finmancial data reliably in
Accordance with generally accepted accounting principles
such that there iz more than & remote likelihoed thHat a
misstatement of the entity’'s financial statements that ie
more Chan inconsequential will pot be prevented or
detected by the entity's internal control.

A material weakness is a significant deficiency, or
combination of significant deficiencies, that results in
more than a remete likelihood that a material misstatement
of the financial etatements will not be prevented or
detected by the entity's internal contrsl.

- 8% =



Delton Kellogg Schools
Page 2

our consideration of internal contrel over financial reporting was for the
limited purpose described in the first paragraph of this section and would
oot necesgarily ddentify all deficienciss in lnternal econtrol that might be
significant deficiencies or materisl weaknesses. We did not identify any
deficiencies in internal control over finmancial reporting that we consider
to be material weaknesgses, as delined above.

Complisnce and Other Matters - As part of obtalning reasonable dssurance
about whether Delton Kellogg Scheols’'s financial statements are Eree of
material migstatement, we performed tests of its compliance with certain

provisions of laws, regulations, contracts, and aqgrant agresments,
nencompliance with which ecould have a direct and material effect on the
determination of financial statement amounts. Howesver, providing an

opinion on compliance with those provisions was not an ohjective of our
audit and, accordingly, we do not express such an gpinion: The results of
our tests disclosed ne instances of noncomplisnces or other matters thal are
required to be reported dnder Covernment Auditing Standards.

This report is intended sclely Tor the information and use of the Board of

FEducation, management, and f[ederal awarding agencies and gpass-through
entities and 18 not intended to be and should not be used by anyone other

than these specified partiss,
/4MAL5,‘_ 5}%;213m.}4/?<31

Gotober 4, 2008
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REPORT ON COMPLIANCE WITH REQUIBEMENTS AFPLICAZLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR &A-133

To the Board of Education
pelton Kellogg Schools: Michigan

Compl lande - We have audited the compliance of Delton
Kellegg Schools with the types of compllance reguirements
described in the L&, Office of Managemsnt and Budget
(oMB) cilecular A-133 Compliance Supplement that are
applicable to each of lts major federal programs for the
yeay ended June 30, 2008. Delton Kellogg Schoois' major
tederal programs are 1dentified in the summary of
auditor'a results section of the accompanying schedule of
findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants
applicable to each ef 1ts major federal programs is the
respanaihillty uf Delton Kelleogg Schools' management. Our
rasponsibillity is o express an bpinlon on Delton Kelleog
Schools® compliance based on our audit,

Wwe tonducted our audit of compliarice in accordance with
1.5. generally accepted auditlpg standards; Lhe standards
applicable to finsncial audits contailned Ln Govermment
Auditing Standards issued by the Comprroller Genesral of
the United States; and OMB Clyeoulay A-13%, Audits: of

States, Local govermments, and Non-Profit Organizatlions.

Those grandards and OMB circular A-133 reguire that we
plan and perform the audit te obtain reasonable assurance
about whether noncompliance with the types of compllance
requirements r=ferred to above that could have a direct
and material effect on & major federal program pcocurred.
An audit includes sxamining, on a test basis, evidence
about Delton Kellogyg Schools compllance with those
requirements and performing such other procedures as we
congldersed pecessary in the cirdumstances. We believe
that our audit provides a reasonable basis tor our
pplnicn. Oor audit does not provide a legdal determination
on Deltor Kellogg Schocls' gompliance with those
requirements.

In our opinien, Delton Kellogg Schools complied, in all
material respects, with the reguirements refsrred to above
that are applicable to esach of its major Eederal pragrams
for the year ended June 30, 2008.
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Delton Kellogyg Schools
Fage 2

al ol ow 2 lis - The management of Delton Xellogg
Schools 13 responesible for eatablishing and maintaining effective
int=rnal <ontrel over rompliance with the requirements of laws,
requlations, contracts and grants applicable te federal programs. In
planning and performing our audit, we congidered Delton Kelloag Schools
internal contrel over compliance with the requirements that could have
a direct and material effsct on a major federal program in order to
determine our auditing procedures for the purpose of EXpressing our
cpinion on compliance, but not for the purpoge of expredsing an bpinion
on the effectiveness of Delton Kelloag Schocla’ internal control over
compliance, Accordingly, we do not express an opinion on the
effectivaness of the Entity's internal control over compliance.

A control deficiency in an entity’'as internal controal aver compliance
exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their
assigned functicons, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A
significant deficiency is a contici deficienecy, ¢r combinatipn of
contral deficiengies, that adversely affects the entity’s abilicy o
adiminister a federal program such that there is more than a remsee
likelihood that nencompliance with a type of compliance requirenment of
a federal program that ig more than inconseguential will rnot be
prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, ©or combination of
significant deficiencies, that vesults in more than a remote likelihood
that material nonconpliance with a type of compliance requirement of a
federal program will not be prevented or detected by the enticy’s
internal conbrel.

Our consideration of fhe internal control over compliance was for the
limited purpese described in the Eirst paragraph of this secrion and
would not necessarily identify all deficlencies in internal contral

that might be significant deficisncies or material weaknesges. We did

nat identify any deficiencies in internal cantrsl over compliance that
we conglder to be material weaknesses, as defined asbove.

This report 1s intended selely for the information and use of the Board
oI BEducaticn, management and federal awarding agencies and pass-through
entitiss and i not intended to be and should not be used by anyone

other than these specified parties.
Morns /2. Pe.

Gctober 6, 2008

>



DELTON KELLOGG SCHOOLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED June 30, 2008

Summary of auditor’s results:

viii)

(1)

An unqualified opinion was issued on the financial
statements.

No material weakness or significant deficiency in internal control
were disclosed by the audit of the financial statements.

The audit disclosed no noncompliance.

No material weakness or significant deficiency in internal control
over major programs were disclosed by the audit.

An unqualified opinion was 1issued on Compliance fTor major
programs.

No audit findings were disclosed.
Major programs: U.S. Department of Agriculture
Child Nutrition Cluster:
10.553 School Breakfast Program
10.555 National School Lunch Program
10.550 Commodities

Dollar threshold used to distinguish between Type A and Type
B programs: $300,000

Delton Kellogg Schools qualified as a low-risk auditee.

Findings relating to the financial statements which are required to be
reported In accordance with GAGAS.

NONE

Findings and questioned costs for Federal awards.

NONE

Prior year findings:

NONE

- 47 -
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AUDIT-RELATED COMMUNICATIONS

To the Board of Education
Delton Kellogg Schools

We have audited the financial statements of the governmental
activities, each major Tund and the aggregate remaining lund
information of Delton Kellogg Schools (the “School District”) for the
year ended June 30, 2008, and have issued our report thereon dated
October 6, 2008, Professional standards require that we provide you
with the following information related to our audit.

Our _Responsibility Under U.S. Generally  Accepted Auditing
Standards and Government Auditing Standards

As stated in our engagement letter dated April 23, 2008, our
responsibility, as deseribed by professional standards, is lo express
opinions about whether the hnancial statements prepared by
managemen! with your oversight are [airly presented, in all material
respects, in conformity with 1.8, generally accepted accounting
principles. Our audil of the inancial statements does nol relieve you
or management of vour responsibilities.

Cur responsibility is to plan and perform the sudit to obtam
reasonable, but not absolute, assurance that the [inancial
statements are free of matenal misstatement.

We are responsible for communicating significant matters related to
the audit that are, in our prolessional judgment, relevant to your
responsibilities in  overseeing the f(inancial reporting process.
However, we are not required to design procedures specifically to
identify such matters.

Compliance

As part of obtaining reasonable assurance about whether the
linancial statements are free of material misstatement, we performed
tests of the School District’s compliance with cerfain provisions of
laws, regulations, contracts, and grants. However, the objective of
our tests was not to provide an opinion on compliance with such
pProvisions,
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Internal Controls

As part of our audit, we considered the internal control of the School Distriet. Such
considerations were solely for the purpose of determining our audit procedures and not
to provide any assurance concernmg such internal control.

Our consideration of internal control was [or the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficlencies in internal control that we consider to be
significant deficlencies or material weaknesses.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A sigrnificant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the School
District’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the School District’s financial statements that is
more than inconsequential will not be prevented or detected by the School Distriet’s
mternal contral

A material weakness 1s a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement

of the financial statements will not be prevented or detected by the District’s internal
cantrol.

We consider the [ollowing deficiencies to be a material weakness in internal controls:
None Noted

We consider the following deficiencies to be significant deficiencies in internal control:
None Noted

Planned Scope and Tinune of the Audit

We performed the audit according to the planned scope and Lliming previously
communicated fo you in our meeting about planning matters on June 12, 2008,

Qualitative Aspects ol Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Delton Kellogg Schools are deseribed in Note
I to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during the vear. We noted no
transactions entered into by Delton Kellogg Schools during the year for which there is a
lack of authoritative guidance or consensus. There are no significant transactions that
have been recognized in the financial statement in a different period than when the
transection occurred.
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Accouriting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and
current events and assumplions about future events. Cerfain accountling estimates are
particularly sensitive because of their significance to the financial statements and
because of the possibility that future events alfecting them may differ significantly from
those expected. The most sensifive estimates alfecting the financial statements were:

Depreciation

We evaluated the key factors and assumptions used o develop the estimates in
determinmg that they are reasonable 1n relation to the financial statements taken as a
whole.

The disclosures in the [inancial statementls are neutral, consistent, and clear. Certamny
financial statement disclosures may be particularly sensitive because of their significance
to [inancial statement users. We did not identify any sensitive cisclosures.

No Difficulties Encountered in Performing the Audit

We encountered no sigmficant difficulties in dealing with management in performing and
completing our audit,

Corrected and Uticorrecled Misstalements

Prolessional standards require us to accumulate all known and likely misstatemenls
identified during the audit, other than those that are trivial, and communicate them fo
the appropriate level ol management Management has corrected all such
misstatements, In addition, none of the misstatements detected as 4 resull of audit
procedures and corrected by management were material, either individually or in the
aggregate, to the financial statements taken as a whole.

No Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statemenls or the
auditor's report. We are pleased to report that no such disagreements arose dunng the
course of our audit,

Management Representations

We have requested certain representations [rom management that are included mn the
management representation letter dated October 6, 2008



Management Consultations with Other Independent Accountanis

In some cases, managemerit may decade o consull with other aceountants about
auditing and accounting matters, similar to obtaining a "second opinion” on certain
situations, I a consultatton involves application of an accounting principle to the
governmental unit's financial statements or a determination of the type of auditor's
opimion that may be expressed on those statements, our professional standards require
the consulting accountant to check with us to determine that the consultani has all the

relevant facts, To our knowledge, there were no such consultations with other
accountants,

Other Audil Findings or Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as
Delton Kellogg Schools' auditors. However, these discussions occurred in the normal
course of our professional relationship and our responses were notl a condition to our
retention.

This information is intended solely for the information and use of the Board of Education
and management of Delton Kellogg Schools and is not intended to be and should not be
used by anyone other than these specificd parties.

We are pleased to serve as the School District's auditors. If there are any guestions

about the audited financial statements or the contents of this letter, we would welcome
the opportunity to discuss them at your convenience,

Sincerely, Mh {)Q&.. A c.
o -

October 6, 2008





